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TAX NEWS
By GERTRUDE E. NORMAN, C.P.A., Los Angeles Chapter, ASWA
“Stop the Music”
In these days of high taxes, it behooves
you to become tax conscious of every
move. If by chance you answer the tele
phone and are asked one of those prov
erbial “$64 questions” by a radio or tele
vision sponsor, before you answer con
sider first whether you know the right
answer and secondly whether you can af
ford to pay the income tax if you should
win a prize.
On April 18, 1948, Reginald Turner, a
resident of North Carolina, was called by
telephone and asked to identify two songs
which were played on a radio program,
“Stop the Music.” He gave the correct
name of each song and received several
prizes which included two round-trip firstclass tickets for a cruise between New
York City and Buenos Aires. Mr. Turner
exchanged the two tickets (plus $12.50)
for four round-trip tourist steamship tick
ets from New York City to Rio de Janeiro
and took his wife and two sons on the trip.
The retail price of the original tickets
was $2,200 and the Commissioner assessed
a tax on this amount, but the Tax Court
(T.C. Memo. 1954-38) determined the val
ue to Mr. and Mrs. Turner was only $1,400.
The court reasoned that (1) the tickets
were nontransferable and nonsalable,
and (2) the Turners could not have af
forded the expenditure. Therefore, what
they received should not be valued at the
retail price, but the lower figure based on
their obtaining free board for the family,
some savings in living expenses and the
pleasure of the trip.
The approach of the Tax Court is a new
one in that presumably a prize may be
valued differently for every contestant de
pending upon his need for the prize re
ceived and his economic status.
Travel and Entertainment Expenses
Prove Them or Lose Them

In recent months, we have heard repeat
edly that Commissioner T. Coleman An
drews was advising his agents to get tough
about allowing deductions for business ex
penses of taxpayers. The purpose of the
publicity, of course, was to discourage the
taxpayers claiming deductions for per
11

sonal or living expenses or for fictitious
or erroneous amounts.
The Commissioner’s warning has now
been reduced to an official ruling, (I. R.
Mim. 54-92). This ruling, which is in gen
eral terms, is less severe than taxpayers
were led to believe it would be (probably
due to the fact that Revenue Agents were
going a bit too far in their demands for
proof of legitimate deductions). It is con
ceded that many small items comprising
taxpayers’ travel and entertainment ex
penses often are not “susceptible of com
plete substantiation by documentary evi
dence.”
A Revenue Agent is required to exercise
careful judgment which will permit rea
sonable deductions if he is satisfied that
there is a proper basis for some allowance.
Items not fully supported can be approxi
mated, however, and weight will be given
to oral explanations. Railroad and plane
fares can be ascertained accurately and
automobile costs reasonably determined
on the basis of mileage. Reasonable ap
proximations for cost of meals and lodg
ing may be based on receipted bills from
hotels or on prevailing daily rates in the
particular locality for comparable accom
modations. Tips, taxi fares, etc., may be
approximated.
The ruling points out that “it is not
Service policy to allow a percentage or
other arbitrarily computed portion of de
ductions of this character, merely for pur
pose of settlement.”
Taxpayers will do well to keep the best
records possible. Plane and railroad fares,
hotel bills, restaurant checks, and similar
expenditures, can be recorded in most in
stances. The better the proof, the more
likely the deduction in full.
(Continued from page 7)
larly accountants, in the federal govern
ment service and correspondence has gone
out under the direction of Chairman Mary
McCann, protesting such discrimination
and urging its elimination. The Equal
Rights Amendment has again been the
subject of discussion.
Lee Ella Costello, as chairman of the
Award Committee, working with Sue Bris
coe and the ASWA Committee, will have

